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Re: Litchfield Park Service Company, Docket Nos. W~84427A=09-0404
and SW-01428A-09-0103 (consolidation requested)--
Responses to Letters of Insufficiency

Dear Nancy and Kevin,

We are in receipt of Staff’s Letters of Deficiency dated April 8, 2009 in the above-
referenced dockets. Please accept this correspondence and the enclosed documents as Litchfield
Park Service Company’s (“LPSCO” or the “Company”) responses to the specific issues raised in
Staff’s letters. Please note, no material change has been made to the Company’s filings.
LPSCO has not changed the amounts of the rate increases sought, the revenue
requirements, or the proposed rates.

As I discussed with Nancy last week, we desire to work with Staff to provide the
information required to process LPSCO’s rate application. Rate cases are difficult and costly
enough without procedural disputes. Yet we are troubled by Staff’s insufficiency findings in this
case. The Commission’s rules expressly set forth the filing requirements for a Class A water and
sewer utility. Staff has not identified a single specific violation of those rules, nor are we aware
of any required schedules that were omitted.

Instead, Staff’s findings of insufficiency are largely a series of directives by Staff that the
Company (1) change its position on certain adjustments; (2) make changes to schedules that are
inconsistent with the Company’s existing billing system; (3) make immaterial labeling or
nomenclature changes within the schedules; and (4) correct minor typos. “Reviewing a rate
application for compliance with the Commission’s filing requirements is an activity separate and
apart from the substantive analysis of the application Staff performs during its investigatory
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phase.” Decision No. 57875 (May 18, 1992), Attachment B at 23. This is not what Staff has
done in these dockets.

Undoubtedly, Staff understands the need for consistent application of the sufficiency
rules. The point of the sufficiency requirements is to provide utilities notice of what should be
filed. The Company’s affiliate filed schedules a few months ago by the same consultant using
the same format and methodology. Staff found that application sufficient without requiring
clarifications or additional information from the utility. The same is true of a number of other
rate case filings made in the past several years. Similarly, Staff is also undoubtedly aware that
another 30-day sufficiency review period is not supported by the Commission’s rules. And, in
several other recent cases, Staff has deemed an application sufficient promptly after the utility’s
response.

Again, LPSCO and this firm prefer to resolve these matters through cooperation with
Staff. The Company is seeking and needs substantial rate relief, and any delay is detrimental to
LPSCO’s financial health. Towards that end, the enclosed responses and revised schedules
address Staff’s concerns to the extent possible without changing positions on issues that may be
in dispute. In that same spirit of cooperation, we urge Staff to accept the Company’s responses,
including responses to a number of insufficiency findings with which we disagree, and deem the
filing sufficient today. Another 30-day sufficiency review period would surely send the wrong
message to utilities that make an effort to cooperate with Staff notwithstanding legitimate
concerns.

If you have any questions, please do not hesitate to call.

ry truly yours,
Ja piro
Enclosures
cc: Docket Control
Gerald Tremblay

Greg Sorensen
Tom Bourassa

2187308.1



LITCHFIELD PARK SERVICE COMPANY
Rate Application
Docket Nos. W-01427A-09-0104 and SW-01428A-09-0103

Response to Staff’s First List of Deficiencies

Wastewater Division

The initial plant balance on Schedule B-2, page 3.11 line 40, $14,152,803 does not
reconcile to Decision No. 65536. In Decision No. 65536 the settlement summary rate
base is $8,691,827, which corresponds to Staff’s surrebuttal testimony rate base summary
of $9,177,327 less a settlement adjustment of $485,500 for the wastewater division (see
attachment). Please reconcile your amount to Staff’s surrebuttal testimony schedule
amount for plant, and make an equal corresponding adjustment to all rate base items for
the settlement adjustment of $485,500.

RESPONSE: The prior rate case was a “black box settlement” which did not specify the plant-

in-service balance. However, the Company did reconcile to Staff’s plant balance of
$12,410,405. The difference between the $14,152,803 is property held for future use of
$1,742,400. This was included in the starting balance because it is shown to be
transferred to plant-in-service in 2001 on B-2, page 3.1. If Staff wishes to dispute the
Company’s adjustment it may do so at its option, but this is not a sufficiency item.

The initial accumulated depreciation balance on Schedule B-2, page 3.12 line 40,
$1,340,894 does not reconcile to Decision No. 65536. In Decision No. 65536 the
settlement summary rate base is $8,691,827, which corresponds to Staff’s surrebuttal
testimony rate base summary of $9,177,327 less a settlement adjustment of $485,500 for
the wastewater division (see attachment). Please reconcile your amount to Staff’s
surrebuttal testimony amount for accumulated depreciation, and make an equal
corresponding adjustment to all rate base items for the settlement adjustment of
$485,500.

RESPONSE: The prior rate case was a “black box settlement” which did not specify the

accumulated depreciation balance. The Company did not reconcile to Staff’s
accumulated depreciation balance of $1,381,028 and instead recomputed the initial
accumulated depreciation balance. As a result, the Company’s starting accumulated
depreciation balance is $1,340,894, or $40,134 less than Staff. If Staff wishes to dispute
the Company’s amount it may do so at its option, but this is not a sufficiency item.

On Schedule E-5 the plant balance should be at 9/30/2007 not 12/31/2007. Schedule E-1
should reconcile to E-5, and A-3. Please correct.

RESPONSE: The detail of the plant balance on E-5 matches the B-2 plant additions and

retirements schedule (B-2, pages 3.7). The Company’s supporting detail for plant detail
shows plant at the end of December for each year except the test year which ended on



09/30/2008. The E-5 and the A-3 do not necessarily have to match for 2007 because they
reflect different period end dates. If Staff wishes to further challenge the schedules, it has
that option. But this is not a sufficiency issue.

4. On Schedule C-2, page 13, line 21 equity of $53,027,765 does not match the sum of the
water division Schedule E-4 in the amount of $30,076,954 plus the wastewater division
equity amount of $22,854,962 Schedule E-4. The difference is $95,849 (i.e. 53,027,765
—52,931,916). Please reconcile

RESPONSE: The equity balance of $53,027,765 as shown on C-2, page 14, line 21, reflects the
adjusted equity balance on schedule D-1. The adjustments to the equity balance are
shown on schedule D-1.

5. The bill count (Schedule H-5) does not produce the revenue shown in Schedule H-1.
Specifically, there are large discrepancies pertaining to: 1) Restaurants, Motels, Grocery
Stores & Dry Cleaners; and 2) Effluent or Reclaimed water. Please correct the bill count
and/or revenue and/or provide a reconciliation as appropriate.

RESPONSE: Please find the attached revised H-4, pages 29-31, and H-5, page 23. The H-5,
page 23 usage amounts were incorrect. The effluent revenues are correct. There is no
material change to the revenues or the revenue annualizations, however a revised H-1 is
attached. The reconciliation to test year revenues is located on H-1, page 2.

6. Referring to the application’s Schedule H-4, page 23; the present rates charge per 1,000
gallons is not consistent with the authorized tariff as it should be.

RESPONSE: Please see revised H-2, page 1, H-4, page 23 and H-5, page 23.

7. Referring to the application’s Schedule H-5, page 2; please provide the appropriate
customer classification title (i.e., Residential HOA — 135 Units).

RESPONSE: Please see revised H-4, page 2 and H-5, page 2.

8. Referring to the application’s Schedule H-5, page 3; please provide the appropriate
customer classification title (i.e., Residential HOA — 160 Units).

RESPONSE: Please see revised H-4, page 3 and H-5, page 3.

9. Referring to the application’s Schedule H-5, page 4; please provide the appropriate
customer classification title (i.e., Residential HOA — 520 Units).

RESPONSE: Please see revised H-4, page 4 and H-5, page 4.

10.  Referring to the application’s Schedule H-5, page 8; please provide the appropriate
customer classification title (i.e., Multi-Unit Housing — 7 Units).

RESPONSE: Please see revised H-4, page 8 and H-5, page 8.



11.  Referring to the application’s Schedule H-5, page 19; please provide the appropriate
customer classification title (i.e., Multi-Unit Housing — 132 Units).

RESPONSE: Please see revised H-4, page 19 and H-5, page 19.

12.  Referring to the application’s Schedule H-5, page 22; please provide the appropriate
customer classification title (i.e., Small Commercial).

RESPONSE: Please see revised H-5, page 22.

13.  Schedule H-3, page 1, line 21 should read: Per Unit, line 22 should read: Main building.
Please correct.

RESPONSE: Please see revised H-3, page 1

14. Schedule H-3, page 2, line 6 should read: NSF $20.00. Please correct.
RESPONSE: Please see revised H-3, page 2

15. Schedule, H-3, page 2, line 31 should read: R14-2-608(D)(5).
RESPONSE: Please see revised H-3, page 2

16.  The Corporations Division of the Arizona Corporation Commission reports that the
Company’s Corporation status is not in good standing. The Company has failed to
submit its annual report that was due on January 21, 2009. Please correct.

RESPONSE: The Annual Report was filed effective April 9, 2009.

2185573.1




SW-014128A-09-0103
Litchfield Park Service Company - Wastewater Division Exhibit
Revenue Summary Schedule H-1
With Annualized Revenues to Year End Number of Customers Page 1
Test Year Ended September 30, 2008 Witness: Bourassa
REVISED
Percent Percent
of of
Present  Proposed
Line Present Proposed Dollar Percent Sewer Sewer
No. Customer Classification Revenues Revenues Change Change Revenues Revenues

1 Residential $ 4647120 $ 8,409,237 $ 3,762,117 80.96% 73.99% 74.48%
2 Residential HOA 135 44,064 79,736 35,672 80.96% 0.70% 0.71%
3 Residential HOA 160 52,224 94,502 42,278 80.96% 0.83% 0.84%
4  Residential HOA 520 169,728 307,133 137,405 80.96% 2.70% 2.72%
5 Subtotal $ 4913136 $ 8890609 $ 3,977,473 80.96% 78.23% 78.75%
6

7 Multi-Unit Housing

8 Multi-Unit 3 9,923 17,956 8,033 80.95% 0.16% 0.16%
9 Multi-Unit 5 3,156 571 2,555 80.95% 0.05% 0.05%
10  Multi-Unit 6 1,818 3,290 1,472 80.95% 0.03% 0.03%
11 Multi-Unit 7 8,484 15,3562 6,868 80.95% 0.14% 0.14%
12 Multi-Unit 8 73,124 132,318 59,194 80.95% 1.16% 1.17%
13 Multi-Unit 9 2,727 4,935 2,208 80.95% 0.04% 0.04%
14 Multi-Unit 14 46,662 84,435 37,773 80.95% 0.74% 0.75%
15 Multi-Unit 16 116,352 210,540 94,188 80.95% 1.85% 1.86%
16 Multi-Unit 17 5,151 9,321 4170 80.95% 0.08% 0.08%
17 Multi-Unit 18 5,454 9,869 4,415 80.95% 0.09% 0.09%
18  Multi-Unit 24 7,272 13,159 5,887 80.95% 0.12% 0.12%
19 Multi-Unit 46 13,938 25,221 11,283 80.95% 0.22% 0.22%
20  Multi-Unit 84 25,452 46,056 20,604 80.95% 0.41% 0.41%
21 Multi-Unit 90 27,270 49,345 22,075 80.95% 0.43% 0.44%
22 Multi-Unit 132 79,992 144,746 64,754 80.95% 1.27% 1.28%
23 Multi-Unit 304 92,112 166,677 74,565 80.95% 1.47% 1.48%
24

25 Subtotal $ 518,888 $ 938,930 $ 420,042 80.95% 8.26% 8.32%
26

27 Small Commercial $ 84,318 $ 152,579 68,261 80.96% 1.34% 1.35%
28 Measured Service:

29  Regular Domestic $ 256,547 % 464,083 207,536 80.90% 4.08% 4.11%
30  Restaurant, Motels, Grocery, Dry Cleaning 222,936 403,500 180,565 80.99% 3.55% 3.57%
31  Subtotal $ 479,482 § 867,583 § 388,101 80.94% 7.63% 7.68%
32

33 Wigwam Resort - Per Room $ 103,929 $ 188,060 $ 84,131 80.95% 1.65% 1.67%
34 Wigwam Resort - Main 12,000 21,714 9,714 80.95% 0.19% 0.19%
35 Subtotal $ 115,929 §$ 209,774 $ 93,845 80.95% 1.85% 1.86%
36

37 Elementary Schools $ 32,640 $ 59,062 $ 26,422 80.95% 0.52% 0.52%
38 Middle and High Schools 28,800 52,114 23,314 80.95% 0.46% 0.46%
39 Community College 14,880 26,925 12,045 80.95% 0.24% 0.24%
40 Subtotal $ 76,320 $ 138,101 $ 38,467 50.40% 1.22% 1.22%
41

42 Effluent Sales 92,268 92,268 - 0.00% 1.47% 0.82%
43 Total Revenues Before Revenues Annualization $ 6,280,340 $ 11,289,843 9,927 431 158.07%  197.19% 197.83%
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Litchfield Park Service Company - Wastewater Division

Revenue Summary
With Annualized Revenues to Year End Number of Customers

Test Year Ended September 30, 2008

Customer Classification

Revenue Annualization

Residential

Multi-Unit Housing - Mulit-Unit 8

Small Commercial

Measured Service:
Regular Domestic
Restaurant, Motels, Grocery, Dry Cleaning
Effluent Sales

Subtotal Revenue Annualization

Misc Service Revenues
Misc Revenues
Reconciling Amount to C-1
Totals

Revenue Reconciliation
Recorded Revenues
Amount per Bill Count Before Rev. Annualization
Difference

Tolerance (+/- 1/2 percent)
Acceptable

SW-014128A-09-0103

Exhibit

Schedule H-1

Page 2

Witness: Bourassa

REVISED
Percent Percent
of of
Present  Proposed
Present Proposed Dollar Percent Sewer Sewer
Revenues Revenues Change Change Revenues Revenues

{36,394} (65,858) (29,463) 80.96% -0.58% -0.58%
2,020 3,655 1,635 80.95% 0.03% 0.03%
138 250 112 80.96% 0.00% 0.00%
21,275 38,486 17,211 80.90% 0.34% 0.34%
11,357 20,556 9,199 80.99% 0.18% 0.18%
(25.908) (25,808) - 0.00% -0.41% -0.23%
(27.512) (28.518) (1,308) 4.75% -0.44% -0.26%
99,755 99,755 - 0.00% 1.59% 0.88%
3,791 (62) (38537 -101.64% 0.06% 0.00%
6,356,375 11,360,718 9,822,271 156.10% 197.25% 197.83%

$ 6,383,886

6,380,095

$ 3,791

$ 31,919

Yes



SW-01428A-09-0103

Litchfield Park Service Company - Wastewater Division Schedule H-2
Test Year Ended September 30, 2008 Page 1
Analysis of Revenue by Detailed Class Witness: Bourassa
Special Rate Commercial Customers Pay Standard Commerical Rate REVISED
Average
Number of
Customers Average Bill Proposed Increase
Line Customer at Average Present Proposed Dollar Percent
No. Classification 9/30/2008 Water Use Rates Rates Amount Amount

1 Residential 14,126 N/A $ 2720 $ 4922 % 22.02 80.956%
2 Residential HOA 135 1 N/A 3,672.00 6,644.70 2,972.70 80.956%
3 Residential HOA 160 1 N/A 4,352.00 7,875.20 3,523.20 80.956%
4 Residential HOA 520 1 N/A 14,144.00 25,594.40 11,450.40 80.956%
5
6 Multi-Unit Housing .
7 Multi-Unit 3 11 N/A 75.75 137.07 61.32 80.950%
8 Multi-Unit 5 2 N/A 126.25 228.45 102.20 80.950%
9 Multi-Unit 6 1 N/A 151.50 27414 122.64 80.950%
10 Multi-Unit 7 4 N/A 176.75 319.83 143.08 80.950%
11 Multi-Unit 8 30 N/A 202.00 365.52 163.52 80.950%
12 Multi-Unit 9 1 N/A 227.25 411.21 183.96 80.950%
13 Multi-Unit 14 11 N/A 353.50 639.66 286.16 80.950%
14 Multi-Unit 16 24 N/A 404.00 731.04 327.04 80.950%
15 Multi-Unit 17 1 N/A 429.25 776.73 347.48 80.950%
16 Multi-Unit 18 1 N/A 454.50 822.42 367.92 80.950%
17 Multi-Unit 24 1 N/A 606.00 1,096.56 490.56 80.950%
18 Multi-Unit 46 1 N/A 1,161.50 - 2,101.74 940.24 80.950%
19 Muiti-Unit 84 1 N/A 2,121.00 3,837.96 1,716.96 80.950%
20 Multi-Unit 90 1 N/A 2,272.50 4,112.10 1,839.60 80.950%
21 Multi-Unit 132 2 N/A 3,333.00 6,031.08 2,698.08 80.950%
22 Multi-Unit 304 1 N/A 7,676.00 13,889.76 6,213.76 80.950%
23
24 Small Commercial 153 N/A 46.00 83.24 37.24 80.957%
25 Measured Service:
26 Regular Domestic 138 57,450 155.01 280.41 125.40 80.896%
27 Restaurant, Motels, Grocery, Dry Cleaning 62 91,567 300.45 543.80 24335 80.994%
28

j 29 Wigwam Resort - Per Room 1 N/A 8,660.75 15,671.67 7,010.92 80.950%
30 Wigwam Resort - Main 1 N/A 1,000.00 ° 1,809.50 809.50 80.950%
31
32 Elementary Schools 4 N/A 680 1,230 550.46 80.950%
33 Middle and High Schools 3 N/A 800 1,448 647.60 80.950%
34 Community College 1 N/A 1,240 2,244 1,003.78 80.950%
35
36 Effluent Sales ($55 per acre foot) 4 5,939,470 1,003 1,003 - 0.000%
37 Effluent Sales ($100 per acre foot) 0 2,856,100 877 877 - 0.000%
38 Effluent Sales ($225 per acre foot) 1 3,383,491 2,336 2,336 - 0.000%
39 Total 14,589
40 -




SW-01428A-09-0103

Litchfield Park Service Company - Wastewater Division Exhibit
Present and Proposed Rates Schedule H-3
Test Year Ended September 30, 2008 Page 1
Witness: Bourassa
Line ’ REVISED
No.
1 Present Present Proposed Proposed Percent
2  Customer Classification Rates Rates Rates Rates Change
3
4 Monthly Charge for:
5 Monthly Residential Service $ 27.20 $ 49.22 80.96%
6
7 Multi-Unit Housing - Monthly per Unit $ 25.25 $ 45.69 80.95%
8
9  Commercial: i
10  Small Commercial - Monthly Service $ 46.00 $ 83.24 80.96%
11 Measured Service:
12 Regular Domestic:
13 Monthly Service Charge $ 25.75 $ 46.59 80.93%
14 Rate Per 1,000 Gallons of Water $ 2.25 $ 4.07 80.89%
15
16  Restaurant, Motels, Grocery Stores & Dry Cleaning Estab.’
17 Monthly Service Charge $ 25.75 $ 46.59 80.93%
18 Rate Per 1,000 Gallons of Water $ 3.00 $ 5.43 81.00%
19
20  Wigwam Resort:
21 Monthly Rate - Per Room $ 2525 $ 45.69 80.95%
22 Main Building - Per Month $ 1,000.00 $ 1,809.50 80.95%
23
24  Schools - Monthly Service Rates:
25 Elementary Schools $ 680.00 $ 1,230.46 80.95%
26 Middile Schools $ 800.00 $ 1,44760 80.95%
27 High Schools $ 800.00 $ 144760 80.95%
28 Community College $ 1,240.00 $ 2,243.78 80.95%
29
30  Effluent’ Market : Market 0.00%
31

32 " Motels without restuarants charged multi-unit monthly rate.
33 2 Market Rate - Maximum effluent rate shall not exceed $430 per acre foot based on a potable water rate of $1.32 per thousand
34 gallons.

w
[}
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SW-01428A-0103

Litchfield Park Service Company - Wastewater Division Exhibit
Changes in Representative Rate Schedules Final Schedule H-3
Test Year Ended September 30, 2008 . Page 2
Witness: Bourassa
REVISED

Present Proposed
Other Service Charges Rates Rates

Establishment (Regular Hours) per Rule R14-2-603D (a) 20.00 $ 20.00
Establishment (After Hours) per Rule R14-2-603D (a) 40.00 $ 40.00
Re-Establishment of Service per Rule R14-2-603D (a) by . (b}

L

Reconnection (Regular Hours) per Rule R14-2-603D (a) $ 50.00 $ 50.00
Reconnection (After Hours) per Rule R14-2-603D (a) $ 65.00 $ 65.00
NSF Check, per Rule R14-2-608E (a) $ 2000 $ 20.00
Deferred Payment, Per Month 1.50% 1.50%
Late Charge (c) (c)
Service Calls - Per Hour/After Hours(d) $ 40.00 $ 40.00
Deposit Requirement (e) (e)
Deposit Interest 3.50% 3.50%
Service Lateral Connection Charge- All Sizes U "
Main Extension Tariff, per Rule R14-2-606B (9) (9)

(a) Service charges for customers taking both water and sewer service are not duplicative.

(b) Minimum charge times number of full months off the system. per Rule R14-2-603D.

(c) Per Rule R14-2-608F. Greater of $5.00 or 1.5% of unpaid balance.

{(d) No charge for service calls during normal working hours.

(e) Per ACC Rules R14-2-603B Residential - two times the average bill.
Non-residential - two and one-half times the average bill.

(f) At cost. Customer/Developer shall install or cuase to be installed all Service Laterals as a
non-refundable contribution-in-aid of construction..

(g) All Main Extensions shall be completed at cost and shall be treated as non-refundable
contribution-in-aid of construction.

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE 14-2-608D(5). ‘
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